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SUICIDE AND. LIFE INSURANCE. 

BY W. H. LAWTON. 



One can hardly pick up a newspaper without seeing an item 
reading somewhat as follows : 

" Before Judge Blank and a jury yesterday, John Doe was tried and 
convicted of arson. According to the evidence, Doe, after taking out 
$2,000 insurance on a lot of antiquated and unsalable goods, sprinkled the 
latter with kerosene and set fire to his store. Unfortunately for Doe's 
plans, the fire was put out before the place was much damaged. The in- 
surance companies did the rest, and Doe will spend a few years working 
for the State." 

Not very long ago, the reader might have seen in the papers a 
sensational account of the suicide of a millionaire. When his 
affairs were investigated, it turned out that he was heavily in- 
volved, but his creditors would lose nothing because he was in- 
sured for over a million dollars. 

On reading the first of these items, the average reader would 
say, " Serve John Doe right " ! but, as to the second, he would re- 
flect with calm satisfaction or indifference on the wonderful sys- 
tem of finance by which a man may enjoy life spending other 
people's money, and at the last leave this world of his own voli- 
tion contented with the thought that his creditors and family 
would be amply cared for by the life-insurance companies. 

A man who deliberately burns down his own house to secure 
the insurance is denounced as a swindler, and punished. Public 
opinion sustains the fire-insurance companies in refusing to pay 
the loss. The man who obtains a heavy life insurance, and then 
takes his own life so that his family or estate may benefit by the 
insurance — what is he? If we are to believe the comments of the 
general public, as represented in nine-tenths of the newspapers 
«nd periodicals, he is more or less of a hero. At most, the rash act 



SUICIDE AND LIFE INSURANCE. 699 

is attributed to " temporary insanity," and it is a bold company 
that will risk its popularity by protesting against paying for a 
risk it did not really assume. The amount involved in the quoted 
instance has made that case unusually prominent, but it is by no 
means the only claim of the kind that insurance companies have 
been called upon to pay during the last few years. 

It may be pertinently asked how much the life-insurance com- 
panies themselves have had to do with bringing about this situa- 
tion, by more or less reckless attempts to outbid each other in 
offering more liberal features in their policies. The time was 
when no insurance company willingly paid a suicide claim. Self- 
destruction was looked upon by the company in the same light as 
destruction of one's own property to recover the insurance. It 
was regarded as an attempt to swindle the company. But, in the 
course of time, the courts began to make a distinction between 
suicides committed with intent to defraud the company, and 
suicides which resulted from insanity. It became a cynical by- 
word in insurance offices that every suicide was insane — if he was 
insured. In fact, one learned judge declared that suicide was 
prima facie evidence of insanity. Hence, it logically followed that 
an insured suicide was the victim of disease or accident, and the 
company, of course, was liable. When this principle seemed to be 
firmly established, the companies sought to protect themselves by 
clauses in their policies denying liability in case of suicide, " sane 
or insane " ; but, in response to the public sense of fair-play, they 
generally agreed to refund the "reserve," that part of the 
premiums paid which had been held for future cost or redemption 
of the policy. At this point, the vexed question seemed to be fairly 
settled. 

In those days, however, the stress of severe competition was be- 
ginning to affect the life-insurance business. One company boldly 
took the lead in liberalizing the terms of its policies, and agreed 
to pay suicide claims in full after the third year. In explanation, 
it was argued that the company's statistics showed the deaths by 
suicide to be less than one-half of one per cent, of the total deaths 
from all causes, a proportion so small as to be practically nil. The 
company decided to assume the risk, but with the precaution of a 
three years' restriction to prevent clearly fraudulent suicides. It 
was not deemed reasonable to suppose that any man would carry 
insurance for three years with the intention of committing suicide 
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in the fourth. This " incontestable " policy proved very popular 
with the insuring public, not so much because it gave the insured 
permission to commit suicide after three years, but because it gave 
him the assurance that after three years the company would not 
contest payment of a claim under it for any cause whatever, as 
long as the premiums were duly paid. Other companies followed 
suit. One restriction after another was removed, and this course 
was heralded with loud claims of " the most liberal policy." The 
time-limit was shortened from three to two years, then to one year, 
and, finally, a few companies issued policies " incontestable from 
date of issue." To-day, out of sixty-nine old-line companies of 
the United States and Canada, there is but one which refuses to 
accept liability for suicide, though it agrees to refund the "re- 
serve." Five retain the suicide restriction for three years, twenty- 
nine for two, twenty-six for one, while eight give the insured full 
permission to blow out his brains or otherwise make away with 
himself as soon as he has paid the first premium, secure in the 
knowledge that his family or estate will receive the full amount 
of the policy from the company ! 

It cannot be denied, therefore, that the life-insurance com- 
panies have by their own act deliberately offered inducement and 
temptation to suicide. It is quite possible to conceive of a man 
harassed by debt, facing inevitable bankruptcy, perhaps disgrace, 
being led to the last desperate act by the knowledge that his in- 
surance policies contain no restrictions on suicide. To a man in 
this despairing frame of mind, suicide means comfort and even 
luxury to his family, and the salvation of his financial " honor " I 
When a man is at such a crisis in his life, it takes very little to 
move him to commit the crime. Crime? He hardly considers 
it such. Conventionally, society frowns upon it. Secretly, it 
frequently approves the act and pities, if it does not applaud, the 
doer. He does not regard it as a fraud upon the company, for 
has not the company itself tacitly agreed to consider suicide merely 
a regular cause of death? Did not the agent glowingly dwell upon 
the clause "no restrictions after such and such a time"? A 
suggestion to that man that forgery, or personal use of trust funds, 
at that critical moment would save him might be repelled with 
honest indignation. Yet suicide, for the purpose of obtaining the 
insurance on his life for his family or creditors, is as much a fraud 
on the company as would be the forgery of its name to a draft. 
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No doubt, a great part of the public apathy and indifference to 
this crime of defrauding insurance companies is due to the pre- 
vailing tendency to condone almost any attempt to " beat " a cor- 
poration. There is very widespread misconception of what con- 
stitutes a life-insurance " company." Pew men realize that tak- 
ing a policy in any company makes the insured a member of that 
company. No matter whether it was originally organized as a 
stock company or a mutual concern, a life-insurance company is, 
to all intents and purposes, a great co-operative society. All its 
members share, in some form or other, in its profits, and all are 
equally affected by its losses. But the very size of most of the 
companies, with their members scattered all over the world, tends 
to obscure this fact. If we could take one hundred men living in 
the same town, insure them for $10,000 each, on the same basis 
as any of the old-line companies, the suicide of one of those men 
would bring home to the remaining ninety-nine a realizing sense 
of the fraud perpetrated upon them, as nothing else could. Yet 
those same men will regard with complacent indifference a suicide 
loss of a million dollars in a far-off town, because the loss is 
divided among several hundred thousand members of different 
companies. In fact, the refusal of any company to pay such a 
fraudulent claim would be commented upon with indignation. 
How many of those men would contribute from their own pockets 
to pay a pro rata share of the debts of that suicide ? Yet that is 
exactly what they have done in paying the premiums on their own 
insurance, and what they will continue to do as long as the com- 
panies pay such claims. 

What has been the effect upon the companies of these reckless 
temptations to suicide? Judging from the frequent letters and 
editorials in life-insurance journals of late, it is quite evident that 
there has been such an increase in suicide losses as to seriously 
alarm them. More attention is being paid by medical departments 
to the " moral hazard." More careful scrutiny into the business 
affairs of applicants for large amounts is insisted upon. And 
no wonder 1 From the almost inappreciable ratio of less than one- 
half of one per cent., the ratio of suicide losses has increased to 
three per cent, in one of the largest companies of the United 
States, an increase of over six hundred per cent, in less than twenty 
years. On the other hand, some years ago the officers of a great 
fraternal insurance association, becoming alarmed by the in- 
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creasing number of suicide claims, secured the adoption of a by- 
law refusing payment in such cases, with the result of an immedi- 
ate and heavy reduction of deaths from suicide. 

Manifestly, the time is drawing near when the insurance com- 
panies will be forced, in justice to the great majority of their 
policy-holders, to restore, to a great extent, the restrictions on 
suicide in their policies. It is high time that this should be done, 
when, to the familiar joke of " selling out to the fire-insurance 
company," is added the happy phrase "committing suicide for 
the benefit of creditors and family." 1 But even then there will be 
left on the companies' books millions of insurance subject to this 
latter-day method of fraud. After the companies have done all 
they can to prevent the alarming increase of suicides, there is 
still much room for arousing the public conscience to a sense of 
the wrong to the great body of policy-holders, as well the danger 
to the body politic, and to encourage social condemnation of it. 
It was one of the worst symptoms of social degeneracy in ancient 
Eome that suicide became almost what we would call to-day a fad. 
Is there danger to the American Eepublic from that source to-day ? 

In twelve years there have been over 77,000 suicides recorded 
in the United States, the number increasing annually from about 
3,500 in 1891 to 8,600 in 1903.* There were fifty per cent, more 
suicides in Chicago in 1903 than in 1902. In Philadelphia, for 
1902, the official records showed a ratio of 15 suicides per 100,000 
of population.* But the president of a life-insurance company 
has stated that, while during fifty years the increase in suicides 
has averaged 30 to each 1,000,000 persons, the increase of suicides 
among insured lives has been much greater. He adds that there 
is little doubt that, when persons are insured under a policy con- 
taining a suicide clause, suicidal deaths are often reported as acci- 
dental.* So, while the restoration of the suicide clause will un- 
doubtedly greatly reduce the proportion of insured suicides, it will 
not eliminate them entirely. Nevertheless, it is quite apparent 

1 Henry H. Putnam, in " Journal of Insurance Ecomonics " for July, 
1904. 

* Mr. Upton, editor of the " Chicago Tribune," in the " Independent" 

•"Medical News," of New York, Mch. 7th, 1903, and Sept. 5, 1903, 
quoted in paper by Dr. John L. Davis, Med. Director of the Union Cen- 
tral Life Ins. Co. 

♦President Fouse of the Fidelity Mutual Life Insurance Co. 
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that the temptation to suicide is stronger where the inducement 
of benefiting the family is held out. 

It is an easy matter for the companies to put a stop to this in- 
sidious form of temptation to suicide, and protect the funds they 
have collected from honest policy-holders. According to the signs 
of the times, it will not he a very great while before most of them 
will do so, by restoring in some form the restrictions of the old 
suicide clause. There is hesitation in taking the lead, which is 
due to the fear of losing business in the severe competition that 
prevails to-day. But there are not wanting also signs that, if the 
companies do not act, the courts will. It is a far cry from the 
old days when a court practically threw open the doors to suicide 
claims by proclaiming that suicide is insanity per se, to the 
doctrine that it is against public policy and welfare to permit any 
company, no matter what its contract may say, to pay claims that 
necessarily encourage suicide. Nevertheless, that is the gist of a 
late court decision, which will undoubtedly be followed by others 
as cases become more and more flagrant. But it is not wise for 
the companies to wait for this. Life insurance is primarily based 
on confidence, and men distrust "law-made" honesty. A com- 
pany that issues an unrestricted contract, and then shields itself 
behind the courts, will suffer in the estimation of its policy- 
holders and the public. But, in the meantime, in all fairness 
to the companies, an enlightened public opinion should condemn, 
not condone, the acts of those who would take advantage of the 
companies' mistaken liberality. 

W. H. Lawton. 



